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Chief, Confidential Fund® Branch .y^-April 1949 

Office of the General Counsel 
Public Law 500 | 8 

1« Reference la made to your raeraoratidum of IS March 1949, requesting; 
interpretation and clarification of Section 8 of the Act of* August 2* 1946, 
60 3t»t. 808 (Public Law 600) in the light of certain Confidential Fund® 
Branch practices relating to the sale or exchange of various non- 
expendable items of equipment* 

2 • lou state (a) that it has been the practice of Confidential 
Funds Branch, specifically with respect to automobiles, to sccumlete 
the proceeds from the sale of autos pad charge the entire costs of pur- 
chase to the fund to the extent that gross proceeds of all sales exceed 
th® cost of all purchases} (b) that because of administrative difficulty 
and expenses in inters coo transfers, specific soles and specific pur- 
chases have not been tied ini (c) that it is felt that on© new osr may 
replace in cost and efficiency more than dta© old oar and that it cannot 
be presently determined that more than one old car wes disposed of for 
th® purpose of acquiring one now car j and (d) that at the end of the 
fiscal year, any net balance remaining in the fund indicating an excess 
of proceeds frost sales over cost of purchases will be covered into the 
United States Treasury us a miscellaneous receipt. 

5. Section 8 of ihiblic Lew 600 provides as follows! 

’’In purchasing motor-propelled or animal -drawn vehicles or 
tractors, or road, agricultural, manufacturing, or laboratory equip- 
ment, or boats, or parts, accessories, tiros, or equipment thereof, 
or any other article or item the exoliange of which is authorised 
by law, the head of any department or his duly authorised repre- 
sentative may exchange or sell similar items and apply the exchange 
allowances or proceeds of sales in such cases in whole or in part 
payment therefort PROVIDED, That any transaction carried out 
under the authority of this section shall be evidenced in writing." 

4. In 27 Corap. Gen. 30 it was held, quoting from the syllabus* 

"Under section 8 of the administrative expense statute of August 2, 
1346, authorising application of the proceeds of sale or the ©xehsnge 
allowance of used vehicles, etc*, toward th© purchase of new similar 
equipment, two or more old units of equipment may be traded in or 
sold and the proceeds thereof applied toward the purchase of a unit 
of new equipment if, in fact, the one is to be used as a replacement 
for the old; however, if the old equipment is surplus, the exchange 
or sale thereof in. connection with the purchase of new is not auth- 
orized— it being for disposition under th& applicable provision® 
of the Surplus Property Act of 1944," 
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reached i n the foreeotnp d«l«i™ °^ *? rtta . the “■»ical<me 
nas been made that tsro^units -it hm l_ff® a J*Jo«6 factual presentation 
to be no legal objection to th^teadf^^f^faS^L? 1 ® 1,0 wouM a H>®®r 
01 °ld equipment and the purchase J* 0 or ®° rs ^ts 

the unit of new equipment* in fact i* aa ^’ t ° f naw sqdipwmt if 

the two or jiiore Sit? of old eoS^eJt % a * a ^eplacesent for 

it would definitely 7* op?ose^to^fi„t^Zt # 08 * ^noral Practice, 
interpretations p2ced SS^n £ ^ SSSff ° f 2" statute ■*** the 
decisions construing the section^ nv-n A ° 0 ° uati °g Office in its 
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difference between the value ^ fh! *« i fiy ® old caaoras, the 

prloe oi- tte a- one 1, for chL&ae 2iK STflS? w” p “' oh "° 
priatior* and for eredi tin*? , 4 gaxnatr t!*a applicable appro** 

wito the provisions of thl Sur^TS^ 
and is quote^dir^Sy 1 beSw, °* **** lai5gua€ ® oi thi ® decision is interesting 

one item^f^id^u^entr 1 It t0 r ® plafi ® but 

when the ites of n&m eouioEMint i« extraordinary circumstances, 

perform the woik “ »"• 

stent, that it properlySL be aaSLf klUy than the old equip- 
the place of ^ ±L££l 2? th f ««* ^uipwmt is to take 

the basis of tST pSSLt^S5 it ?f trS 15 ^ Aceo ^^ on 
Kecordak camera act uall y is in reninno r resumed that the new 

old Recordak camera^* U ^ of but one of the five 

to present anv rGal C difficai+v < ^ £ .£# p f r f srap ^ 2 *k. above do not appear 
mi the dated 2 Februa^ 

"where old equipment of the i’ubii^ l.oada^Adf^ ^'*T^ val af a Procedure, 
^disposed of prior to the UetL « Tp^^^fSl 
that the proceeds of sale be credited orders for replacements, 

Deposits, Proceeds of dale. isoSr ™^?w Acco ^t, *0066^0 

jorks Agency, 4lio Roads A^sSaSon^ 

lections in such inst^wtSStTtt^tta ttiS Sched ^ * ««1- 
of equipment at the end of the constrJSii^ 6 r^ a e3 a ® Vtir Proceeds of sale 
detersdnation .has been aade puwh^ iSiw* 011 f* 1 ^^strative 
W and that subsequentaccSntS^ 3 ff Ar Wt in the fiscal 
tification*" The C^ptroSer^Saf S T ide «ros B JUten- 

v r uencrai tnat to© proceeds of sale of 
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old equipment may be used only Whore the equipment pur chased i* 

2 S la replacement of the old equipment. It was pointed 
+ Wik « statutory requirement th»~ (1) the e*l* or 

old equipment be SLltcneouc with the pureh.ee of the replead 
.LwLnt or (2) the sole of each must precede in point of time or be 

(M cm,. 0-u TO). *»« Co^troUcr s«- 

Irll stressed, however, that the equipment purchased must be ■ re- 
plftcaieut for the old equipment and be * similar item (-6 uawp. >m. * i) 
SiTXS unless a finding to that effect is made, the proceeds of sale 
3\£*t M WU- *-k» puwh... prl M of 

the replacement* The Comptroller eonoluded that *** ®?*®®** «f 

objection to the proposed notion oy the Puolio hoadq Administrate on -f 
itW shown on the Schedule of Collection* that toe monies cowr the 
Lie' of equipment end that an adsini trative determination had been 

To £LX.. om .1.11. r Ut« i. th. fl.. .l y.* r. ym 

ever this decision is net authority for the general placement for tne 
nrolUds of sale of equipment into a limits tion account ( d* of fouip- 
moat) end the withdrawal therefrom so long »» subsequent purchase 
documents provide similar information, thereby enabling, a tie-in between 
the sale of old equipment and the purchase of new similar equipment. 

b. In this connection, in a ease involving a similar device, it 
h0 r d in zr Cotap. 3on. 478 that although a document as proposed 
I2v. would chowth** funds used to make payment on account of a R*»«rel 
olaas of new equipment were darired from the prooaods of sslo, of old 
eouioment of the seme general olasa, the supporting papers woula not 
show that t»h* funds ueed to make payment on account of a particular 
ve v icle or unit were derived from the sale of an old vehicle or unit 
which it would replace. The Comptroller General concluded that since 
the proposed action would not permit the identification of particular 
purchases with related sales, the accounting for transact! onst hereunder 
would not comply with provisions of 'cotlon 8 of Public Law 900* -W 
oba erred fihrt identification would be limited to a reference of a olass 
of sties to a similar close of purchases* 


9, The practice referred to in paragraph 2.c. above presents some 
difficulty end should be amended in the light of stateiwmtc previously 
made. In this regard, it can only b© omph»*i*ed that the Comptroller 
onaral has ruled th«t while the proceeds of sale of one old unit may 
be applied against the purchase of • nm one in replacement thereof , It 
is the plain intent of the statute to permit the proceeds of the sale 
of particular items of old or used equipment to be applied only against 
the purchase price of a particular item of now equipment with which the 
old Is to be replaced (2? Comp. ~«n. 477). 


10. As waa pointed out in decision 8-75547, supra* there is no 
legal objection to crediting the proceeds of sale to a separate receipt 
account so long as It is shown on the Schedule of Collections that the 
money covered the sale of equipment and that an administrative determination 
had been made reflecting a dedication of funds to the purchase of simi- 
lar new equipment later in the flseal year. 
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H. The practice contemplated in paragraph 2.d. above should be 
harmonised with the statements of paragraph 5 hereof. Basically, tnese 
rulings hold against the deposit of cash received in excess of a tangible 
allo wance into a special receipt account, said cash excess to b made 
available to purchase additional equipment at a later date. In this con- 
nection the conclusions of 27 Comp* Gen, k77-h7d and the ultimate find- 
ings of 23 leap. G*n, 256 should be reviewed. The later mentioned decision 
involved a situation providing that five Recordak cameras were to be used 
as an exchange allowance on one Recordak camera. The bid recaiv d from, 
toe contractor specified f 2 .IjOO. a s the amount of such exchange allowance 
and apparently fixed £1,556. as the price of the new camera, thus resulting 
in an excess exchange allowance of 1850. , which amount was received by the 
Bureau of Census and deposited temporarily in pecial Deposits. The agency 
then inquired whether, if such payment of f*ash was permissible, the amount 
of such payment might be deposited into th a Special fund Receipt Account 
66?0, Proceeds of Sales, Motor Propelled Vehicles, etc. , and be made 
available to purchase additional micro-fiia equipment from Recordak Corpor- 
ation, n ame ly micro-film readers, without, which a micro-film camera was 
of no value. The Comptrcllsr General held that not only would it be re- 
quired that the excess receipt from the proceeds of the sale be deposited 
and covered into tie Treasury of the United States as a miscellaneous 
receipt but there also would be required to be deposited the difference 
between the value of the replaced unit and the balance allowed by the 
contractor toward the purchase price of the new unit. 

12 , you have also reguested that this ..office furnish you with, a 
clarification of the exte$f“to which Section 8 of Public Law 600 applies 
to non-expendable equipment. It is apparent that Seetien 8 not only 
applies to those items which are specifically mentioned but to those which 
may l^ica llj r be related. It should be noted that Section 8 also applies 
to any other article or item, the exchange of which is authorised by law. 
Usually this authority would be found in specific Agency appropriation 
aclfcor in some act of general application to the various Government depart- 
ments and agencies. In the event that you are confronted with a doubtful 
case the matter should be referred to this office* 


LAURENCE R. HOUSTON 
General Counsel 
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